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Increasing importance of economic contributions of small and medium sized enterprises 
(SMEs) around the world particularly in developing countries necessitates better 
understanding of financial practices among SMEs. This research investigates the financial 
practices among SMEs in Malaysia among SMEs within the list of Enterprise 50 award 
winners from 1998 to 2010, focuses on SME managers’ level of financing preferences 
towards available sources of financing. Electronic surveys were conducted with a response 
rate of 29.5%. SME managers are found to have a higher preference towards debt financing 
from banking institutions. Results also show that the average debt-to-equity ratio among 
these SMEs is 57 to 43. Factors affecting managers’ financing preferences are investigated 
through selected manager’s characteristics. Focuses are on the possible association 
between these characteristics with managers’ level of financing preferences. The analysis 
reveals that manager’s ownership status and level of education are found to have a 
statistically significant association with their level of financing preferences. This research 
enhances the existing body of knowledge of financial practices of SMEs, particularly within 
the context Malaysian SMEs by providing the information on manager’s level of financing 
preferences. 
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1. Introduction 
 
SMEs are important to almost all economies in the world, but especially to those in 
developing countries. SMEs in total constitute a large proportion of the economic activity 
and are considered to be an engine of growth in both developed and developing 
countries (Boocock and Shariff, 2005). In developing countries, concern on the role of 
SMEs in the development process continues to be at the forefront of policy debates 
(Cook, 2001) as they comprise a majority of the business population in most countries 
and therefore play a crucial role in the economy (Mitchell and Reid, 2000).  Mac an 
Bhaird (2010) adds that the realization of the significant economic contribution of SMEs 
has resulted in increased attention focused on the sector from policy makers as well as 
academics. The economic potential of the SME sector makes SME development an 
important Government agenda. Its contribution is crucial and remains as an integral part 
of economic development of the country. The role of SMEs in promoting endogenous 
sources of growth and strengthening the infrastructure for enhanced economic 
expansion and development in Malaysia has been acknowledged (Aris, 2007). 
 
This paper starts with the discussion on SME financing in Malaysia, followed by review 
on literatures related to the topic of financing preferences. The following sections explain 
the methodology applied and also the findings of this study. This is followed by the 
conclusion which is presented in section 6.  
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2. Literature Review 
 
2.1 SME Financing 
 
The role of finance has been viewed as a critical element for the development of SMEs 
(Cook, 2001). As is widely recognized, lack of sufficient finance and access to credit are 
often cited as major handicaps to the development of SMEs in many parts of the world 
(UNDP, 2007).  In the case of Malaysia, SMEs generally face difficulties in obtaining 
financing with lack of collateral, insufficient documents to support loan application and 
lack of financial track record being the constraints faced by Malaysian SMEs in 
accessing financing (Aris, 2007).  A study by Ab. Wahab and Buyong (2008) on 
financing practices and challenges among technology based SMEs in Malaysia revealed 
that 84.3% of respondents had experienced difficulties in obtaining external financing.  
According to these respondents, short loan duration, insufficient amount of finance and 
difficulty in providing collateral are among difficulties faced by Malaysian SMEs.   
 
The availability of financing for Malaysian SMEs is not an issue as the sources of 
finance seems abundant, however the main issue is the accessibility and adequacy of 
those funds which were found to be limited and fragmented (Abdullah and Ab. Manan, 
2009).   Accessibility to finance is a major factor affecting the growth and success of 
SMEs (Hall, 2003). Consequently, adequate access to financing is critical to enable 
SMEs to contribute to the economic development of the nation and so initiatives have 
been developed to address the financing gaps (BNM Annual Report, 2008). Given the 
importance of finance and the existence of constraints related to the access to financing 
among Malaysian SMEs, it is crucial to investigate the financial practices among SMEs 
to develop a better understanding of their financing behavior.  
 
Another concern that motivated the investigation on the topic of financial practices 
among SMEs, particularly in Malaysia, is the paucity of research into the topic of 
financing preferences. General studies on SME financing have been primarily 
conducted by related institutions, either domestic or international, and focused mainly on 
the issues of provision of funds for SMEs. Mac an Bhaird (2010) indicates that early 
studies investigating SME financing predominantly comprised government-sponsored 
surveys and reports which concentrating largely on potential deficiencies and obstacles 
to the sustainability and development of the sector. Existing literature on Malaysian 
SMEs mainly captures development of SMEs in general (including issue and challenges 
faced by SMEs) while those which relate to the financial practices of SMEs in Malaysia 
are particularly focused on financing issues, and sources and uses of funds employed 
throughout the business (see Saleh and Ndubisi, 2006; Aris, 2007; Hassan, 2008; Hall, 
2003; Hamid et al, 2006, Rozali et al, 2006).   The topic of financing preferences among 
SMEs in Malaysia is still under-studied and thus there exists an open opportunity to 
explore this area which will consequently enhance understanding of this important topic.  
 
Cook (2001) points out that the theoretical insights into the field of SME finance s have 
largely been confined to studies undertaken in the US and the UK.  Although a 
considerable amount is known about the characteristics and behavior of SMEs, this 
knowledge continues to be imperfect and a large number of questions remain 
unanswered in relation to finance and SME development in developing countries. He 
adds that in developing countries, research on both the supply and demand for finance 
among SMEs has been empirically based and pre-occupied with gathering information 
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on the characteristics of SMEs and lending institutions, rather than on testing theoretical 
propositions that would improve understanding of the relationship between finance and 
SMEs. Cook (2001) also points out some weaknesses and gaps in knowledge 
concerning the relation between finance and SME development, and suggests the 
followings four elements of research into SME financing that will contribute to a better 
understanding of the financing needs of SMEs and the ways to deliver financial services 
to them: 
 
1. The forms of finance used by SMEs and made available by lending institutions 
and investors. 
2. The relation between different financial forms and firm-level performance. 
3. The behavior of SMEs with different forms of finance. 
4. Supply side of finance 
 
This study incorporates two suggestions by Cook (2001) in contributing to a better 
understanding of SME financing behaviors. Focuses are on the behavior of SMEs with 
different forms of finance and the forms of finance used by SMEs. This area was studied 
by investigating the financing preferences among SMEs managers toward different 
sources of financing which reflects the forms of finance used by them.   
 
Greater financial accessibility is believed to be achieved by enhancing the 
understanding of financial practices among SMEs. This will ensure the correct measures 
are taken in strengthening the existing infrastructure, and enabling a more effective 
channeling of funds to SMEs. In addition to that, it is also hoped to improved provision of 
financial advisory support and enhancing awareness of financial products and 
assistance programmes available to SMEs. Therefore, given the significant role of SMEs 
and the existence of financing gaps as well as gaps in the literature, this research aims 
to investigate the financial practices of SMEs in Malaysia particularly within the scope of 
financing preferences. This will further enhance understanding of financial behavior and 
practices among SMEs in Malaysia which in turn will provide better channeling of funds. 
The financing gaps would then be reduced, and subsequently the accessibility and 
adequacy of financing to the SMEs will increase.  
 
Given the existence of financing-related challenges faced among SMEs in general and 
in particular Malaysian SMEs, there is an avenue for further studies on financial 
practices among SMEs in Malaysia to enhance better understanding of their financial 
behavior.  
 
2.2 Manager’s Characteristics and Financing Preferences  
 
Investigation into SMEs financing choices often seeks explanation of the issue in term of 
firm characteristics (firm size, age, asset structure, profitability; to name a few) without 
considering one important aspects of small business and entrepreneurship which is the 
role of the SME owner (Mac an Bhaird, 2010). Norton (1991) is often cited by those 
researching financing behavior of SMEs (Coleman, 2008; Mac an Bhaird, 2010; Romano 
et al, 2000; Paul et al, 2007) for highlighting the importance of understanding managerial 
beliefs and their relation to firm’s financial practices. Norton (1991) cited by Mac an 
Bhaird (2010) stated that ‘In small businesses and entrepreneurial firms, managerial 
beliefs and desires will play an especially  important role in determining capital 
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structure….models must include the role of management preferences, beliefs, and 
expectations if we are to better understand capital structure policy’. 
 
The important managerial role, primarily one that relates to the issue of financing 
decisions, is a fundamental element in this study concerning managerial preferences 
toward various sources of financing. Although managerial preferences might not 
precisely resemble the observed capital structures, information provided will offer 
evidence of motivations behind the financing decision (, 2010). Mac an Bhaird also 
highlights the relative paucity of published papers employing the influence of firm owners’ 
business goals, objectives and preferences on issues related to SME financing. 
Incorporating managerial elements in improving our understanding of financial practices 
among SMEs is therefore very much needed.  
 
Mac an Bhaird (2010) outlined two approaches used in relation to owner characteristics 
which have been examined in previous studies into owners personal characteristics 
(age, gender, race, education, experience) and owners’ preferences, business goals 
and motivations. Likewise, Low and Mazzarol (2006) found that personal characteristics 
of the owner-manager play a significant role in determining his or her financing 
preference. These characteristics may provide some additional predictive power in 
explaining the firm’s capital structure (Cassar, 2004). In this study, selected managerial 
characteristics were identified through reviews of past studies particularly on the 
personal characteristics of SME owners or managers. The following table summarizes 
previous studies concerning financial aspects and practices of firms which integrate 
managerial characteristics as one of the indictors: 
 
Table 1: Financial practices and managerial characteristic: previous studies 
Author Managerial characteristics  
Vos, Yeh et al. (2007) Age, education 
Wu, Song et al (2008) Age, education, experience 
Buferna (2005)  Age, knowledge, experience 
Low and Mazzarol (2006) Education, age, experience,  
Cassar (2004) Experience, education, gender 
Sara and Peter (1998) 
Gender, business ownership, age, number of children, 
business experience.  
Boden and Nucci (2000)  
Gender, experience, marital status, age, hours worked per 
week in business 
Romano et al (2000) Age, business ownership  
Watson (2006) Gender, education, experience 
Coleman (2000) Gender 
Storey (1994)  
Experience, gender, education, age, birthplace, employment 
status 
Verheul and Thurik (2001)  Gender, Experience, Education 
Zhang (2008) 
Age, political connections, education, native status, 
experience, credit rating status 
Osei-Assibey et al. (2011) Age, education, gender, business ownership 
Gebru (2009) Ownership status, education, age 
Coleman and Cohn (2000) Gender, education, age, experience 
Bates (1990) Education, management experience, age 
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Studies integrating managerial characteristics were found to use similar indicators of 
managerial characteristics. Gender, age, education, experience and business ownership 
are example of indicators that are often used in relation to understanding a firm’s 
financial practices. These indicators are selected to be used in this study to investigate 
the managers’ level of financing preferences towards various sources of financing. A 
summary of these variables is presented as follows: 
 
Table 2: Summary of selected manager’s characteristics 
Variable Indicator 
Gender Gender i.e. Male or Female 
Age Age. Classified into groups of ages. 
Education Level of education. Classified into groups of education levels. 
Experience 
Experience. Classified into groups of experiences with regards 
to years of experience. 
Business ownership 
Concerning ownership of business i.e. Own/ did not own the 
business 
 
Few studies found evidence to support the argument that there is no significant 
relationship between decision makers’ gender and their financing preferences (Cassar, 
2004; Verhaul and Thurik, 2001). Likewise, Coleman (2000), Irwin and Scott (2010) and 
Hussain et al., (2010) also highlighted that the owner’s gender is found to be not 
significant within models predicting the use of various credit products and SMEs’ access 
to bank finance. In contrast, Watson (2006) found that female owners are found to be 
less likely to use debt capital compared to male owners.  In addition, Coleman and Cohn 
(2000) and Carter and Rosa (1998) also point out that manager’s gender may have an 
influence on capital structure and firm’s financing. Furthermore, Scott and Irwin (2009) 
concluded that owner-managers’ characteristics (including gender) have an influence on 
the use of external advice and, in turn, would reduce the difficulties in raising finance 
among UK SMEs. On the other hand, Osei-Assibey et al. (2011) found a mixed 
relationship between gender and financing at different stages of business life.  
 
Managers’ age appears to be a significant factor in explaining firm’s financing pattern 
where younger managers tended to have significantly lower start-up capital than older 
managers (Carter and Rosa, 1998).  Likewise, Wu et al., (2008) found a relationship 
between manager’s age and business financing, concluding that middle age managers 
have better knowledge of the financial market and are more likely to take advantages of 
bank financing. Another study by Vos et al., (2007) found similar yet contrasting results 
where older SME owners are less likely to seek or use external financing while younger 
managers are found to use external financing actively. In contrast, Buferna (2005) and 
Cassar (2004) found that managers’ ages are not statistically significant with the level of 
debt used. Romano et al. (2000) also found that the age of the firm’s Chief Executive 
Officer (CEO) is not a significant predictor of a firm’s debt use.  
 
In term of manager’s level of education, Zhang (2008) point out that an entrepreneur 
with a better formal education is more likely to employ formal financing. Likewise, 
managers with attainments in higher education are also found to be more likely to take 
advantage of bank financing (Wu et al., (2008). Another study by Vos et al., (2007) 
found that less educated SME owners are found to use external financing actively, while 
more educated SME owners are found to be less likely to seek or use external financing. 
Similarly, Coleman and Cohn (2000) found some evidence of manager’s education to be 
Proceedings of 5th Asia-Pacific Business Research Conference  
17 - 18 February, 2014, Hotel Istana, Kuala Lumpur, Malaysia, ISBN: 978-1-922069-44-3  
 
6 
 
positively related to external loans, as level of education reflects better human capital 
and correlates more positively with a firm’s access to debt capital (Cassar, 2004; 
Watson, 2006) and also associated with the refusal of finance (Carter and Rosa, 1998).  
In addition, Storey (1994) found that the only significant personal characteristics variable 
in predicting the use of bank financing is educational qualifications which indicate that 
the banks are more likely to lend to owner-managers with formal qualifications. Likewise, 
Osei-Assibey et al. (2011) in their study found that owner’s education attainment is 
significantly related to firm’s financing preferences. Finally, Gebru (2009) found the 
owners’ level of education to be major determinants of their financing preferences. Less 
educated SME owners rely more on their internal sources even if there are possibilities 
for external finance, while more educated owners are found to make use of external 
finance scheme even if internal sources are not exhausted.  
 
In contrast, Buferna (2005) studied the effect of manager’s level of education on the 
firm’s leverage ratio, finding that although not statistically significant managers with a 
lower level of education use more debt than those with a higher level of education. 
Additionally, Cassar (2004) also found evidence to support the argument that there is no 
significant relationship between decision maker’s levels of education and their financing 
preferences. Owner-managers’ education level was found to have no significant 
influences on sources of finance used by SMEs in the UK. Nevertheless, owner-
managers with a higher level of education having less difficulty in obtaining finance for 
their business compared to those with a lower education level who were found to be 
more frequently employed finance from friends and family and home remortgaging (Irwin 
and Scott, 2010). Likewise, a study by Sena et al., (2012) found that, although not 
statistically significant, educational qualifications have a positive relationship with the 
use of external financing. SMEowner-managers with any type of qualification are more 
likely to approach external funders than respondents without qualifications. This is 
similar to the findings of Scott and Irwin (2009) where it was proven that owner-
managers’ education have an influence on the use of external advice among UK SMEs 
and, in turn, would reduce the difficulties in raising finance among them. Borgia and 
Newman (2012) also found evidence to prove that owner-manager’s educational level 
was not found to influence the amount of debt supplied to Chinese SMEs significantly. 
 
Managers’ experience, on the other hand, can also be considered as a measure of 
reputation and private entrepreneurs who run businesses with a long history are more 
likely to choose formal financing (Zhang, 2008). The experience signals better human 
capital and increases firm’s access to debt capital (Cassar, 2004) where managers with 
a greater level of business experience are found to take advantage of bank financing 
(Wu et al., 2008). Borgia and Newman (2012) found that owner-managers’ experiences 
are significantly and positively related to the level of firm leverage. Work experience is 
also associated with a lower level of perception of financial barriers to start-up. However, 
it is proven that there is only a weak and insignificant gender influence of work 
experience on perceived financial barriers among entrepreneurs in UK (Roper and 
Scott, 2009). In contrast, managers’ experience is found to have no significant effect on 
the use of debt but does show evidence of a positive correlation between these 
(Buferna, 2005). Likewise, previous entrepreneurial experience is found to have a 
positive (though not significant) impact on an individual’s willingness to seek external 
funding (Sena et al., 2012). Another study by Watson (2006) found that managers’ 
experience not associated with in firm’s debt to asset ratio and firm’s growth.  
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Finally, ownership structure is another important determinant of capital structure in 
SMEs. It is  negatively related to external equity and positively related to internal equity 
(Mac an Bhaird and Lucey, 2006). Osei-Assibey et al. (2011) also found that ownership 
structure is statistically significant in the future financing model indicating a relationship 
between this particular variable and firm’s financing preferences. As level of interference 
increases due to the ownership changes, firm’s preferences for formal financing also 
increase. In this case, firms are found to try to minimize intrusion into their business by 
opting for formal financing rather than equity-type of financing. However, Cassar (2004) 
indicates that the organization type provided no explanatory power with regard to the 
proportion of leverage in the firm. 
 
In summary, a manager’s personal characteristics are believed to be a good indicator in 
regards to a firm’s financing preferences. Incorporating these aspects in investigating 
the preference of financing among SMEs is important not only in providing clear and 
better understanding on SMEs financial practices but in improving knowledge about how 
these aspects influence SMEs in their preferences towards different sources of 
financing..  
  
3. Research Methodology 
 
3.1 Research objectives 
 
The objectives of this study are: 
 
1. To investigate the level of financing preferences towards different sources of 
financing among managers of SMEs in Malaysia, and 
2. To determine if there is any significant association between selected manager’s 
characteristics and their level of financing preferences towards different sources 
of financing. 
 
These specific objectives are accomplished through gathering of specific data among 
the chosen sample of Enterprise 50 award winners to gauge the issue of financing 
preferences among successful SMEs in Malaysia. 
 
3.2 Data collection, response rate and analysis 
 
Accomplishing of the research objectives was dependent on the reliable analysis of 
responses received from a large number of respondents. Therefore, survey research 
was considered to be the suitable and appropriate data collection method for achieving 
the objectives of this study. Availability of the internet in recent years overcomes some 
drawbacks of traditional postal surveys especially those relating to cost. For that reason, 
an electronic survey was chosen to be the appropriate and reliable instrument in 
supporting the accomplishment of data collection process, not only for increasing the 
response rates but also increasing the reliability of analysis and findings. This method 
involves dissemination of self-administered electronic surveys through e-mail, the World 
Wide Web, Interactive Voice Response and touch-tone data entry (Dillman, 2000). A 
web survey is chosen for this study as this particular type of electronic survey facilitates 
a more refined appearance and has the flexibility to provide survey capabilities far 
beyond e-mail and paper surveys (Dillman, 2000; Hair et al., 2007).  
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As a questionnaire is the sole data collection instrument to be used in this study, it was 
very clear that detailed and careful planning should be undertaken to develop a reliable 
instrument. After considering the comments and suggestions received from pre-testing 
and pilot testing the first draft of the questionnaire, the final version of the questionnaire 
was constructed comprising four different parts and accessible via a designated link. 
The link for the final version of the questionnaire was sent via e-mail to the selected 
sample upon satisfactory results of pilot testing. A list of Enterprise 50 winners from 
1998 to 2010 was formed to guide the overall process of data collection. Telephone 
contacts were also made in those cases where direct e-mail contact was not effective in 
order to encourage a higher response rate. The main survey resulted in a total of 120 
responses received, representing a response rate of 29.5%.  This rate was deemed to 
be appropriate as the average response rate for surveys among SMEs in Malaysia is 
15.6%. 
 
Upon completion of the survey, descriptive and bivariate analysis were undertaken to 
address the research objectives. The following section will discusses the results of these 
analyses.  
 
4. Results 
 
4.1 Descriptive analysis 
 
Descriptive analysis was conducted with an aim of accomplishing the first and the 
second research objectives of this study.  
 
In term of the level of financing preferences towards different sources of financing 
among SMEs managers, results revealed that retained earnings were the most 
preferred sources of internal financing among SMEs managers followed by shareholders 
own contribution and funds from related companies (parent, subsidiaries or associate 
companies). When it comes to external funding, banking institutions, trade/supplier 
credit and government funds were found to be the most preferred sources of financing. 
Other sources of financing (DFIs, cooperative financing, leasing and factoring) were 
found to be least preferred by the SME managers, with equity investments being the 
least preferred source of financing. In term of financing term, long-term financing was 
found to be the most preferred term of financing among respondents.  
 
By comparing both descriptive results for manager’s level of financing preference toward 
different internal and external sources of financing, conclusion can be drawn on the five 
most preferred sources of financing as follows: 
 
Table 4: Five most preferred source of financing 
Rank Source of financing Sources 
1 Banking Institutions External 
2 Retained Earnings  (Net Income Retained for Reinvestment) Internal 
3 Shareholder’s Own Fund/Contribution Internal 
4 Trade/Supplier Credit External 
5 Government Funds/Schemes  External 
 
Proceedings of 5th Asia-Pacific Business Research Conference  
17 - 18 February, 2014, Hotel Istana, Kuala Lumpur, Malaysia, ISBN: 978-1-922069-44-3  
 
9 
 
Table 4 above indicates that the most preferred sources of financing among SMEs 
managers are a mix of external and internal sources of financing. This list provides a 
clearer insight into the level of financing preferences towards various sources and types 
of financing available for small business particularly in the case of Malaysian SMEs. 
Managers of SMEs appear to find external funding most preferable from banking 
institutions, suppliers and also from the Government. Otherwise, they would use 
internally sought sources of financing from retained earnings or providing their own 
funds to provide much needed funding.  
 
Descriptive results also indicate that generally SMEs depend more on debt over equity-
sources of financing. This is demonstrated by the descriptive results which show that 
overall Debt-to-Equity ratio (DER) was found to be approximately 57 to 43. This figure 
shows that firms mainly seek for external debt-sources of financing over internal funds. 
The proportion of debt financing is also found to be equally divided into short and long-
term debt financing which shows that firms generally use both types of debts in financing 
their business activity.  
 
The following eight items were found to have the highest proportion in the firm’s liability 
and equity. These items are presented as follows: 
 
Table 5: Proportions of type of financing in the firm’s liability and equity 
Rank Type of financing Types 
1 Account Payable Debt 
2 Retained Earnings (Net Income Retained for Reinvestment) Equity 
3 Shareholder’s Own Fund/Contribution Equity  
4 Trade/Supplier Credit  Debt  
5 Share Capital Equity 
6 Capital Reserved Equity 
7 Bank Overdraft Debt 
8 Long-term Debt Debt 
 
4.2 Bivariate analysis 
 
This analysis seeks to investigate statistically significant associations between manager 
characteristics and SME financing preferences. This objective was translated into a 
general hypothesis as follows: 
 
H1: There are statistically significant relationships between manager characteristics 
and their financing preferences towards different sources of financing. 
 
Discussions on the results are divided into 15 sub-hypotheses to represent the testable 
association between five independent variables of manager characteristics with three 
dependent variables relating to managers’ level financing preferences towards IEF, DF 
and EEF. A summary of the results is presented as follows: 
 
 
 
 
 
Proceedings of 5th Asia-Pacific Business Research Conference  
17 - 18 February, 2014, Hotel Istana, Kuala Lumpur, Malaysia, ISBN: 978-1-922069-44-3  
 
10 
 
 
Table 9: Summary of bivariate correlation coefficient test results 
Dependent Variable Independent Variable Reject/Accept H0 
Manager’s preference on 
Internal Equity Financing 
(IEF) 
AGE (H1-1), EDU(H1-4), EXP (H1-7),  
GENDER (H1-10)  
Accept H0 
OWN (H1-13) Reject H0 
Manager’s preference on 
Debt Financing (DF) 
AGE(H1-2), EDU(H1-5), EXP(H1-8), 
GENDER(H1-11)  
Accept H0 
OWN(H1-14) Reject H0 
Manager’s preference on 
External Equity Financing 
(EEF) 
AGE(H1-3), EXP(H1-9), GENDER(H1-12) Accept H0 
EDU(H1-6),OWN(H1-15) Reject H0 
 
In summary, manage preferences towards three different sources of financing did not 
have a statistically significant relationship with their age, experience and gender. This 
indicates that their preferences on different sources of financing were not related to 
these three variables. Manager’s level of education is found to have a statistically 
significant negative relationship with their preferences toward EEF and not with the other 
two sources of financing. Finally, a manager’s ownership status is found to have a 
statistically significant positive relationship with their preferences towards all three 
sources of financing. The statistically significant relationships between manager’s 
ownership status and level of education, with managers’ financing preferences towards 
different sources of financing are in line with previous studies (see Mac an Bhaird and 
Lucey, 2006; Osei-Assibey et al., 2011; Zhang, 2008; Wu et al., 2008; Vos et al., 2007; 
Coleman and Cohn, 2000; Cassar, 2004; Watson, 2006; Carter and Rosa, 1998; Storey, 
1994; Osei-Assibey et al., 2011; Gebru, 2009).   
 
5. Summary and Conclusions 
 
SMEs play a very important role in a nation’s economy and have become one aspect of 
a national government agenda to enhance SME development. Increased understanding 
on financial practices among Malaysian SMEs can create better awareness of the 
factors influencing their financing decisions. Within the findings of this study, managers 
of successful Malaysian SMEs are found to have preferences towards debt financing 
and their preferences were found to have a statistically significant relationship with their 
ownership status and also their level of education. This understanding of financial 
practices of SMEs in general and particularly the successful Malaysian SMEs, may 
assist policymakers in providing an enhanced financing environment for SMEs, focusing 
on the provision of accessible and adequate financing to meet the demands of SMEs. 
 
The availability of financial data of SMEs should be one of the concerns of future studies 
relating to the financial practices of SMEs. In this study, financial data were found to be 
either unavailable and/or incomplete. Future research in this area of study might 
consider qualitative approach in understanding the motivation behind financing decision 
among SMEs.  
 
 
 
Proceedings of 5th Asia-Pacific Business Research Conference  
17 - 18 February, 2014, Hotel Istana, Kuala Lumpur, Malaysia, ISBN: 978-1-922069-44-3  
 
11 
 
References 
 
Ab. Wahab, I and Buyong, SZ 2008 “Financing Technology-Bases SMEs in Malaysia: 
Practices and Problems”. Paper presented at 5th SMEs in a Global Economy 
Conference, August 2nd- 3rd, Senshu University, Kandajimbocho, Tokyo, Japan. 
Abdullah, M A and Ab. Manan, SK 2010 “Adequacy of Financial Facilities for Small-
Medium Businesses: Empirical Findings from Malaysia”, International Review of 
Business Research Papers Volume 6. No.4, pp. 535 – 548. 
Aris, NM 2007 “SMEs: Building Blocks for Economic Growth”, Journal of Department of 
Statistics, Department of Statistic, Malaysia, Vol. 1. 
Bates, J. and Hally, DL 1982 “The Financing of Small Business”, 3rd edition, London, 
Sweet & Maxwell.  
Boden, RJ and  Nucci, AR 2000 “On the Survival Prospect of Men’s and Women’s New 
Business Ventures”, Journal of Business Venturing 15, 347–362 
Boocock, G and Shariff, MNM 2005 “Measuring the Effectiveness of Credit Guarantee 
Schemes: Evidence from Malaysia.” International Small Business Journal, Vol.  23 
(4), pp 427-454 
Booth, L. and Aivazian, V. 2001 “Capital Structures in Developing Countries”, The 
Journal of Finance, Vol. 56, No. 1, pp. 87-130. 
Buferna, FM 2005 "Determinants of Capital Structure: Evidence from Libya”, 
unpublished PhD thesis, University of Liverpool. 
Cassar, G 2004 “The financing of business start-ups.” Journal of Business Venturing, 
Vol. 19, No.2, pp. 261-283. 
Chen, JJ (2004 "Determinants of capital structure of Chinese-listed companies." Journal 
of Business Research (Issue 57): pp. 1341-1351. 
Coleman, S 2000 “Access to Capital and Terms of Credit: A Comparison of Men- and 
Women-Owned Small Businesses”, Journal of Small Business Management, pp. 37-
52. 
Coleman, S and Richard, C 2000 “Small Firms’ Use of Financial Leverage: Evidence 
from the 1993 National Survey of Small Business Finances”. Journal of Business and 
Entrepreneurship 12 (3), 81-98. 
Cook, P 2001 “Finance and Small and Medium-Sized Enterprise in Developing 
Countries”, Journal of Developmental Entrepreneurship, Vol. 6, No. 1, pp. 17-40. 
Dillman, DA 2000 “Mail and Internet Surveys”, 2nd edition, New York, John Wiley & 
Sons, Inc.  
Esparanca, JP and Gama, APM 2003 “Corporate debt policy of small firms: an empirical 
(re)examination”, Journal of Small Business and Enterprise Development, Vol. 10, 
No. 1, pp. 62-80. 
Frank, MZ and Goyal, VK 2003 “Testing the pecking order theory of capital structure”, 
Journal of Financial Economics, Vol. 67, pp. 217-248. 
Gebru, GH 2009,"Financing preferences of micro and small enterprise owners in Tigray: 
does POH hold?", Journal of Small Business and Enterprise Development, Vol. 16 
Iss: 2 pp. 322 - 334 
Hair, JF, Money, HA, Samouel, P and Page, M 2007 “Research Methods for Business”, 
England: John Wiley and Sons Ltd. 
Hall, C 2003 The SME policy framework in ASEAN and APEC: Benchmark comparisons 
and analysis. A 16th Annual Conference of Small Enterprise Association of Australia 
and New Zealand 
Hassan, Z 2008 Entrepreneurship Development for competitive SMEs: A Malaysian 
comparative analysis. UITM, Malaysia 
Proceedings of 5th Asia-Pacific Business Research Conference  
17 - 18 February, 2014, Hotel Istana, Kuala Lumpur, Malaysia, ISBN: 978-1-922069-44-3  
 
12 
 
Joeveer, K 2005 “What Do We Know about the Capital Structure of Small Firms?” 
Working Paper Series, Prague, Center for Economic Research and Graduate 
Education, Charles University, pp. 1-38. 
Kjellman, A. and Hansen, S 1995 “Determinants of Capital Structure: Theory vs. 
Practice”, Scandinavian Journal of Management, Vol.11, No. 2, pp. 91-102. 
Low, C and Mazzarol, TW 2006 “Owner-Managers’ Preferences for Financing: A Study 
of Singaporean SME”, International Council of Small Business 51st Annual 
Conference, Melbourne, 19-21 June,  
Mac an Bhaird, C 2010 “The Modigliani–Miller proposition after fifty years and its relation 
to entrepreneurial finance”, Strategic Change, 19: 9–28.  
Myers, SC 1984 “The Capital Structure Puzzle”, Journal of Finance, Vol. 39, pp. 575-
592. 
Mitchell, F and Reid, G 2000, “Problems, Challenges and Opportunities: Small Business 
as a Setting for Management Accounting Research”, Management Accounting 
Research, 11 (4): pp. 385 – 390. 
Myers, SC 2001 “Capital Structure”, Journal of Economic Perspectives, Vol. 15, No.2, 
pp. 81-102. 
Norton, E 1991. “Capital structure and small growth firms.” The Journal of Small 
Business Finance 1 (2), 161-177.  
Osei-Assibey, E., Bokpin, GA and Twerefou, DK 2010 “The Microenterprise and 
Financing Preference in Ghana: Is There a Hierarchical Preference Ordering?” 
Available at SSRN: http://ssrn.com/abstract=1612071 
Paul, S, Whittam, G and Wyper, J 2007, “The pecking order hypothesis: Does it apply to 
start-up firms? Journal of Small Business and Enterprise Development, 14 (1): 8-21.  
Rajan, RG and Zingales, L 1995 “What Do We Know about the Capital Structure? Some 
Evidence from International Data”, The Journal of Finance, Vol. 50, No. 5, pp. 1421-
1460. 
Romano, CA 2000 “Capital Structure Decision Making: A Model for Family Business”, 
Journal of Business Venturing 16, 285–310 
Rozali, MB, Taib, H., Latiff, RA and Salim, M 2006 “Small Firms’ Demand for Finance in 
Malaysia”, Proceeding of International Conference on Business and Information (BAI) 
July 12-14, 2006, Pan Pacific Hotel, Singapore Volume 3, ISSN 1729-9322, 2006 
Saleh, AS and Ndubisi, NO 2006 “SME Development in Malaysia: Domestic and Global 
Challenges”, Economics Working Paper Series, University of Wollongong. 
Saleh, AS and Ndubisi, NO 2006 “An Evaluation of SME Development in Malaysia”, 
International Review of Business Research Papers, Vol. 2, No. 1, pp. 1-14. 
Sara, C. and Peter, R 1998 “The financing of male– and female–owned businesses, 
Entrepreneurship & Regional Development” An International Journal, 10:3, 225-242. 
Seifert, B. and Gonenc, H 2008 “The international evidence on the pecking order 
hypothesis”. Journal of Multinational Financial Management, Vol. 18, pp. 244-260. 
 Storey, DJ 1994 “The role of legal status in influencing bank financing and new firm 
growth”, Applied Economics, 26, 129-136. 
Tong, G. and Green, J 2005 “Pecking order or trade-off hypothesis? Evidence on the 
capital structure of Chinese companies”, Applied Economics, Vol. 37, No. 19, pp. 
2179-2189. 
United Nations Development Programme (UNDP) 2007 “Malaysia Small and Medium 
Enterprises: Building an Enabling Environment”.  
Verheul, I and Thurik, R 2001 “Start-up Capital: Does Gender Matter?” Small Business 
Economics, 16, 329-345. 
 
Proceedings of 5th Asia-Pacific Business Research Conference  
17 - 18 February, 2014, Hotel Istana, Kuala Lumpur, Malaysia, ISBN: 978-1-922069-44-3  
 
13 
 
Vos, E and Yeh, AJY 2007 “The happy story of small business financing”, Journal of 
Banking and Finance, Vol. 31, No. 9, pp. 2648-2672. 
Watson, J. 2006, 'External Funding and Firm Growth: Comparing Female- and Male-
Controlled SMEs', Venture Capital, 8, 1, pp. 33-49. 
Wu, J and. Song, J 2008 “An empirical evidence of small business financing in China”, 
Management Research News, Vol. 31, No. 12, pp. 959-975. 
Zhang, GB 2008. "The choice of formal or informal finance: Evidence from Chengdu, 
China." China Economic Review 19(4): 659-678. 
